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Abstract: The effect of negative credit card behaviors
is examined for association with other forms of con-
sumer debt (automobile debt, installment debt, and
personal loan debt). Data were collected using a com-
bination of random digit dialing and convenience
sampling from two cities. Respondents’ median age is
48 years old, ranging from 20-87. Results indicate that
despite controlling for income, not paying off the
monthly balance and reaching the maximum limit on
credit cards are associated with a variety of other
debts. Although consumers can increase lifetime util-
ity by borrowing, less educated consumers are more
vulnerable to less favorable sources of credit. Nega-
tive credit card behaviors can be easily identifiable
signals of larger lurking issues related to consumer
behavior or lack of financial literacy. Controlling for
income, younger adults accrue significantly more
installment debt, possibly suggesting that younger
generations perceive a larger number of required
appliances and electronics as being necessary to run
the household than previous generations.
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Introduction
merica has been referred to as the vanguard of
consumption1 with a consumer culture that is
bent on desiring, actively pursuing, consum-
ing, and displaying goods and services to satisfy utilitar-
ian as well as materialistic and hedonistic urges.2 Newer
generations of Americans have purchased larger homes
with more furnishings, but have fewer residents; they
have more vehicles but have fewer passengers. It would
appear that America’s habitual savers from the era of the
Great Depression have given way to a new era of habit-
ual spenders. It has been estimated that Americans, com-
prising approximately 5% of the world’s population,
now consume nearly one quarter of its resources.3
According to the life-cycle hypothesis4 it is rational
for consumers to borrow early in the life cycle in order to
smooth consumption across the life cycle. It is often
advantageous for young consumers to incur debt in order
to invest in human capital like education or job training,
which will increase their expected overall lifetime income
and consumption.5 However, an important caveat of the
life-cycle hypothesis is that an increase in the level of
early consumption is done at the expense of future con-
sumption in the form of indebtedness. In their haste to
consume more now, many Americans are accessing less
than desirable forms of credit and engaging in poor
financial management practices.6 Research supports the
theoretical notion that an individual’s short-term dis-
count rate is much greater than his or her long-term
discount rate. In other words, individuals have shown
that they have a strong preference to consume more
This issue of the Journal went to press in February 2013.
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now, even if it is at the expense of the lifestyle of their
future selves, who must eventually pick up a much larger
tab in the future.7
Based on this rationale, it is not surprising to dis-
cover that the indebtedness of families has grown in the
last few years. Increasingly larger shares of family income
are being dedicated to debt repayment8 and the propor-
tion of debtors who were late with their payments by 60
days or more has also increased.9 Other studies confirm
that in addition to economic variables, both social and
psychological variables have independent associations
with debt.10 These studies and their authors suggest that
a rising “culture of debt” exists. Rather than viewing
debt as a somewhat necessary but undesirable way of
developing earning potential or meeting the basic needs
of life, the culture of debt is marked by a sense of enti-
tlement that is sweeping away concerns about avoiding
unnecessary debt.
Although the rise in indebtedness has been well doc-
umented, the manner in which it develops is not well
understood. Risky financial behaviors may have been
identified, but the patterns in which risky behaviors are
assumed are not well known.11 In the present study we
theorize that negative credit card behaviors may associ-
ate with other forms of consumer debt in two ways.
First, certain forms of consumer debt, specifically credit
card debt, may serve as a “gateway” into other forms of
debt. In our cross-sectional study we thus expect to find
that credit card debt is a positive predictor of other forms
of consumer indebtedness, such as debt incurred in the
form of installment loans, auto loans, and other per-
sonal loans. Second, it is likely that consumers who
exhibit risky credit card behaviors that increase credit
card debt will also exhibit similar risky behaviors with
other forms of consumer debt. Credit cards are aggres-
sively marketed to developing consumers, liquidity-con-
strained consumers, and those who are making their ear-
liest financial decisions. Open, revolving lines of credit
are more fluid than more traditional loans made for big-
ger ticket items and once contracted can be more easily
accessed and with less oversight on the part of others who
could sway initial purchase decisions. Yet questions
remain about the extent to which credit card use and
misuse may be related to other forms of consumer debt.
Review of Literature
Financial Behaviors
The Nilson Report12 indicated that negative financial
behaviors, like spending over the limit of the credit card
and having an account 30 days past due, are signs individ-
uals exhibit prior to bankruptcy or becoming delinquent
on home, auto, and other loans.13 Despite recent revisions
in bankruptcy laws, the subprime mortgage crisis appears
to be making financial situations even worse. Consumer
bankruptcy filings climbed 40% in 2007 (from 573,203
in 2006 to 801,840 in 2007) as the ongoing turmoil in
the housing market, the declining value of the dollar, the
credit crunch, and growing debt levels held by consumers
led more individuals to use bankruptcy as a means of
seeking protection from creditors.14
Previous studies have indicated that poor and less
educated households are more likely to make mistakes
with household finances,15 such as consistently carrying
a revolving credit card balance.16 However, few studies
have examined the relationship between such negative
financial behaviors and the presence of a variety of other
forms of consumer debt (i.e., automobile debt, install-
ment debt, and personal loan debt like education or
personal loans) with any groups of consumers other than
college students.
Individuals who exhibit positive financial behaviors,
such as paying credit card bills in full each month and
comparison shopping for big-ticket items, also tend to
report greater levels of financial satisfaction.17 Financial
behaviors have also been shown to be associated with
education, number of financial dependents, income,
financial stressors, and risk tolerance.18 Specifically,
exhibiting positive financial behaviors is positively asso-
ciated with education, income, and risk tolerance.
Money Attitudes
Household financial problems are frequently a result
of attitude or behavioral problems rather than money
problems.19 Previous research has supported the notion
that purchasing behavior is associated with how an indi-
vidual views money. Some consumer spending is done for
personal power, prestige, image, or other materialistic
desires while other consumer actions are associated with
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anxiety and distrust.20, 21 Therefore, in the present study
it is hypothesized that specific behaviors in relation to one
specific form of consumer debt (personal credit card use)
will relate directly to other forms of consumer debt. The
first aim of the present study is to examine what effect
negative credit card behaviors (not paying off the balance
monthly and reaching the maximum limit) have on the
amount of (1) automobile debt, (2) installment debt,
and (3) personal loan debt when you parcel out the effects
of the respondent’s income level. The second aim of the
study is to examine whether certain forms of consumer
debt covary among different types of consumers.
Research Questions and Hypotheses
It is clear that respondents who report negative credit
card behaviors (not paying off the balance each month
and reaching the maximum limit) should also report the
presence of credit card debt. Therefore, the present study
will examine the three following research questions:
1. Are negative credit card behaviors associated with
forms of debt other than credit card debt? Our
hypothesis 1 is that negative credit card behaviors
will positively predict the presence of other forms of
consumer debt.
2. Is a respondent’s level of credit card debt predictive
of the presence of forms of debt other than credit
card debt? Our hypothesis 2 is that higher credit
card balances will positively predict the presence of
other forms of debt.
3. Can consumer debtors be classified into groups that
are more likely to carry certain forms of debt and not
others? Our hypothesis 3 is that consumer debtors can
be classified according to differential patterns of debt.
Respondents with negative credit card behaviors will
report having more credit card debt than respondents
who do not have negative credit card behaviors. Fur-
thermore, because behavioral problems are believed to
play some role in reports of financial problems,22 respon-
dents with negative credit card behaviors will also be
expected to have more automobile debt, installment
debt, and personal loan debt than respondents who do
not have negative credit card behaviors. If this first
hypothesis is supported, it is expected that the level of
credit card debt will also be associated with or predictive
of having forms of debt other than credit card debt.
Finally, because different types of debt are incurred for
different reasons, it is hypothesized that certain forms of
debt will be “companions” with other forms of debt. 
Methods
Respondents answered 68 questions assessing a vari-
ety of financial behaviors and outcomes as well as basic
demographic information including age, sex, ethnicity,
education, income, marital status, and home ownership.
Respondents were sent mail surveys, a reminder two
weeks later, and then another copy of the survey two
weeks later. Details about the methodology and the
measurements used can be found in Appendix 1. 
The demographics of the survey respondents are
shown in Table 1. A total of 403 usable responses was
received. The median age of the sample was 48 years old
at the time of the survey, with ages in the sample ranging
from 20 to 87. Approximately 55% of the sample was
male. Respondents were primarily Caucasian (81%) but
also included Hispanic (9%), African American (7%)
and other ethnicities (3%). In general, the sample was
fairly well educated. Thirty-eight percent of the sample
had attended some form of college or vocational training
school, 27 percent had a bachelor’s degree, and another 19
percent of the sample had some postgraduate education.
However, the sample still includes a sizable proportion of
respondents who had only a high school diploma or less
(15 percent). The majority of respondents were married
but the sample also included respondents who were sin-
gle or divorced. The median gross household income of
respondents was between $40,000 and $60,000.
Results
Credit card debt
A preliminary multinomial logistic regression was
conducted to determine which demographic variables
(age, sex, race, income, marital status, home ownership)
and which credit card behaviors (paying off credit card bal-
ance, reaching maximum limit) are predictors of having
different levels of credit card debt (none, less than $2,000,
or more than $2,000). Respondents who reported no
credit card debt were used as the reference group. 
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Regression results indicated the overall model was
statistically reliable in distinguishing between levels of
credit card debt (-2 Log Likelihood = 457.3; c2[18] =
314.9, p < .001). The model correctly classified 69.4% of
all cases (86.8% for “no credit card debt” group, 44.1%
for the “less than $2,000” group, and 68.2% for the
“more than $2,000” group). The Cox and Snell pseudo
R2 was .577, the Nagelkerke pseudo R2 was .655. The
amount of variance in credit card debt predicted by this
model is inflated because based on the way the question-
naire was written, it was expected that individuals who
have negative credit card behaviors would also report
the presence of credit card debt. However, this prelimi-
nary logistic regression is still meaningful for (1) confirm-
ing that negative credit card behaviors are in fact predic-
tive of the level of credit card debt, and (2) identifying
which of the control variables are also significant in
terms of predicting credit card debt.
Regression coefficients are presented in Table 2. Wald
statistics indicated that paying off the credit card balance
each month and marital status significantly predicted
which respondents would report having credit card debt
of less than $2,000. Each unit of increase on “paying off
the credit card balance each month” increases the odds of
having credit card debt of no more than $2,000 nearly
fourfold (367%). This is the same as saying that respon-
dents who “usually” pay off their credit card balance are
3.67 times more likely to have credit card debt of no
more than $2,000 than respondents who “always” pay off
their credit card balance. And respondents who “some-
times” pay off their credit card balance are 3.67 times
more likely to have credit card debt of no more than
$2,000 than respondents who “usually” pay off their
credit card debt. Results also indicated that respondents
who are married or widowed are 1.92 times more likely
to have credit card debt of no more than $2,000 than
respondents who are not married. 
For the group that indicated having credit card debt
of $2,000 or more, Wald statistics indicated that both
negative credit card behaviors (not paying off the balance
and reaching the maximum limit), along with marital
status and level of education, were significant predic-
tors of having credit card debt of more than $2,000.
Each unit of increase on “paying off the credit card bal-
ance each month” increases the odds of having credit
card debt of more than $2,000 by 21.03 times. This is
the same as saying that respondents who “usually” pay off
their credit card balance are 21.03 times more likely to
have credit card debt of more than $2,000 than respon-
dents who “always” pay off their credit card balance.
Respondents who “sometimes” pay off their credit card
balance are 21.03 times more likely to have credit card
debt of more than $2,000 than respondents who “usu-
ally” pay off their credit card debt. And finally, respon-
dents who “never” pay off their credit card balance are
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TABLE 1
Demographics (n = 403)*
Valid
Variable n Percent M SD Range
Age 48.8 15.9 20-87
20-29 54 13.8%
30-39 68 17.3%
40-49 91 23.2%
50-59 75 19.1%
60-69 59 15.1%
70+ 45 11.5%
Sex
Male 218 55.1%
Female 178 44.9%
Ethnicity
White 319 80.8%
Hispanic 35 8.9%
Black 28 7.1%
Other 13 3.3%
Marital Status
Married/Widowed 290 73.2%
Not married 106 26.8%
Education
High school or less 61 15.4%
Some college 150 37.9%
College graduate 108 27.3%
Postgraduate degree 77 19.4%
Income 
(household gross in 2000)
Less than $24,999 76 19.6%
$25,000 - $49,999 97 25.1%
$50,000 - $74,999 104 26.9%
$75,000 - $99,999 55 14.2%
More than $100,000 55 14.2%
Residence
Own home 307 77.5%
Rent or other 89 22.5%
*Note: Due to missing data, the n on demographic variables
ranges from 387-396.
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21.03 times more likely to have credit card debt of more
than $2,000 than respondents who “sometimes” pay off
their credit card balance.
Respondents who reach their maximum credit card
limit are 4.29 times more likely to have credit card debt of
$2,000 or more than respondents who do not reach their
maximum credit card limits. Odds ratios also indicate
that respondents who are married are 65.7% less likely to
have credit card debt of $2,000 or more than respondents
who are not married. For each unit of increase on reported
education, respondents with more education are 70.5%
more likely to have credit card debt of $2,000 or more
than respondents who have less education.
Automobile debt
Regression results indicated the overall model fit
was statistically reliable in distinguishing which respon-
dents would have automobile debt (-2 Log Likelihood
= 418.0; c2[9] = 93.2, p < .001) (see Table 3). The
model correctly classified 69.9% of all cases (70.5% for
“no auto debt” group, and 69.3% for the “some auto
debt” group). The Cox and Snell R2 was .223, the
Nagelkerke R2 was .298. Wald statistics indicated that
paying off the credit card balance each month, age, and
income significantly predicted which respondents would
report having automobile debt. Each unit of increase on
“paying off the credit card balance each month”
increases the odds of having automobile debt by 1.665
times. This is the same as saying that respondents who
“usually” pay off their credit card balance are 67% more
likely to have automobile debt than respondents who
“always” pay off their credit card balance. And respon-
dents who “sometimes” pay off their credit card bal-
ance are 67% more likely to have automobile debt than
respondents who “usually” pay off their credit card debt.
Results also indicated that each unit of increase in age
slightly decreases the odds of having automobile debt.
Respondents who report higher levels of income are
30% more likely to have automobile debt than respon-
dents who report lower levels of income. 
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TABLE 2
Multinomial regression results predicting the presence of credit card debt*
Odds 
Group Variable B Wald df p Ratio
Less than $2,000 of 
credit card debt 
Reach maximum limit .865 3.157 1 .076 2.374
Don’t pay off balance 1.541 54.812 1 .000 4.668
Age -.006 .290 1 — .994
Sex .270 .649 1 — 1.310
Race -.272 .405 1 — .762
Marital status -1.070 5.268 1 .022 .343
Home ownership -.152 .102 1 — .859
Income -.028 .090 1 — .972
Education .315 2.855 1 .091 1.370
More than $2,000 of 
credit card debt
Reach maximum limit 1.667 8.907 1 .003 5.294
Don’t pay off balance 3.093 84.611 1 .000 22.033
Age .003 .024 1 — .997
Sex .261 .347 1 — 1.298
Race .947 2.587 1 .108 2.578
Marital status -1.770 7.578 1 .006 .170
Home ownership .494 .563 1 — 1.639
Income .204 2.367 1 — 1.226
Education .546 4.412 1 .036 1.726
*Note: Consumers with no credit card debt are the reference category.
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Installment debt
Regression results indicated the overall model fit
was statistically reliable in distinguishing which respon-
dents would have installment debt (-2 Log Likelihood =
334.0; c2[9] = 46.2, p < .001) (see Table 4). The model
correctly classified 66.8% of all cases (64.8% for “no
installment debt” group, and 74.4% for the “some
installment debt” group). The Cox and Snell R2 was
.118, the Nagelkerke R2 was .183. Wald statistics indi-
cated that reaching the maximum limit on credit cards
was predictive of having installment debt. Results indi-
cated that respondents who are older are less likely to
have installment debt than respondents who are younger.
Results also indicated that respondents who own a home
are 146% more likely to have installment debt than
respondents who do not own a home. Odds ratios sug-
gest that each unit of increase on respondents’ level of
education decreases installment debt by 38%. In other
words, respondents who have “some college” education
are likely to have 38% less installment debt than respon-
dents who have a “high school or less” education. 
Personal loan debt
Regression results indicated the overall model fit was
statistically reliable in distinguishing which respondents
would have personal loan debt (-2 Log Likelihood =
375.0; c2[9] = 115.8, p < .001) (see Table 5). The model
correctly classified 74.9% of all cases (77.2% for “no per-
sonal loan debt” group, and 71.3% for the “some personal
loan debt” group). The Cox and Snell R2 was .271, the
Nagelkerke R2 was .367. Wald statistics indicated that
paying off the credit card balance each month, reaching
the maximum credit card limit, and age significantly pre-
dicted which respondents would report having automo-
bile debt. Each unit of increase on “paying off the credit
card balance each month” increases personal loan debt
41%. This is the same as saying that respondents who
“usually” pay off their credit card balance are likely to have
41% more personal loan debt than respondents who
“always” pay off their credit card balance. And respon-
dents who “sometimes” pay off their credit card balance
are likely to have 41% more personal loan debt than
respondents who “usually” pay off their credit card debt.
Results also indicated that older respondents are less likely
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TABLE 4
Logistic regression results predicting the 
presence of installment debt
Odds
Variable B Wald df p Ratio
Reach maximum limit -.683 4.322 1 .038 .505
Don’t pay off balance .224 2.371 1 .124 1.251
Age -.031 7.953 1 .005 .969
Sex -.149 .265 1 — .861
Race .645 3.738 1 .053 1.906
Marital status -.056 .022 1 — .945
Home ownership -.902 4.316 1 .038 .406
Income .146 2.968 1 .085 1.157
Education -.473 7.742 1 .005 .623
TABLE 5
Logistic regression results predicting the 
presence of personal loan debt
Odds
Variable B Wald df p Ratio
Reach maximum limit -1.534 23.493 1 .000 .216
Don’t pay off balance .345 7.250 1 .007 1.412
Age -.047 21.553 1 .000 .954
Sex -.171 .405 1 — .843
Race -.240 .522 1 — .786
Marital status .622 3.114 1 .078 1.863
Home ownership .208 .303 1 — 1.231
Income -.032 .174 1 — .968
Education -.233 2.379 1 .123 .792
TABLE 3
Logistic regression results predicting the 
presence of automobile debt
Odds
Variable B Wald df p Ratio
Reach maximum limit -.175 .308 1 — .839
Don’t pay off balance .510 15.475 1 .000 1.665
Age -.044 22.889 1 .000 .957
Sex -.418 2.740 1 .098 .658
Race .213 .459 1 — 1.238
Marital status .630 3.646 1 .056 1.877
Home ownership -.415 1.329 1 — .660
Income .264 12.325 1 .000 1.302
Education -.251 3.132 1 .077 .778
Debt Begets Debt: Examining Negative Credit Card Behaviors
and Other Forms of Consumer Debt
to have personal loan debt than respondents who are
younger. Each increase of one year of age decreases the
percentage of personal loan debt by 4.6%. This finding is
not surprising since education loans are included in this
personal loan debt category. Respondents who are older
are less likely to have student loans to pay.
Additional findings
After examining all four forms of consumer debt, a
few additional summary findings are worth pointing
out. First, a respondent’s race and sex were not significant
predictors of the presence of any form of consumer debt.
Second, a respondent’s income level was not a significant
predictor of the presence of credit card debt, installment
debt, or personal loan debt. Perhaps even more surpris-
ing is the fact that when income was a significant predic-
tor of automobile debt, higher levels of income actually
predicted the presence of automobile debt, not the
absence of it. Specifically, for each unit of increase in
income, respondents have 30% more automobile debt.
This is the same as saying that respondents who report
income between $50,000 and $74,999 a year are likely
to have 30% more automobile debt than respondents
who report income between $25,000 and $49,999. And
respondents who earn between $25,000 and $49,999 are
likely to have 30% more automobile debt than respon-
dents who report income of less than $24,999.
Chi-Square Analysis
Negative credit card behaviors predict the pres-
ence of other forms of debt, which gives support to our
first hypothesis. Therefore, a chi-square analysis was
done to determine if the level of credit card debt could
predict the presence of forms of debt other than credit
card debt (hypothesis 2). Results indicate that the pres-
ence of all forms of consumer debt (automobile,
installment, and personal loan) could be accurately
predicted by the respondent’s level of credit card debt.
For automobile debt, 67% of respondents who had no
credit card debt also reported having no automobile
debt. Similarly, 67% of respondents who had more
than $2,000 of credit card debt also reported having
some automobile debt. Further examination of Table 6
suggests that the higher a respondent’s level of credit
card debt, the higher the likelihood that he or she will
report having some automobile debt also.
The level of credit card debt was significantly associ-
ated with the presence of installment debt. Eighty-seven
percent of respondents who indicated having no credit
card debt also indicated having no installment debt. This
is not surprising, because credit card debt and install-
ment debt are incurred or avoided in very similar ways. In
general, very few respondents (21%) reported having any
installment debt. Despite the low percentage of respon-
dents who report having installment debt, chi-square
results suggest that the higher a respondent’s level of
credit card debt, the higher the likelihood that the respon-
dent will report having some installment debt also.
Approximately 81% of respondents who have no
credit card debt also report having no personal loan con-
sumer debt. Approximately 63% of respondents who
have more than $2,000 of credit card debt also report
having some personal loan debt. Similar to the other
chi-square analyses, these results suggest that the higher
a respondent’s level of credit card debt, the greater the
likelihood that the respondent will report having some
personal loan debt also.
In summary, chi-square analyses indicate that the pres-
ence of all forms of consumer debt (automobile, install-
ment, and personal loan) is significantly related to or pre-
dicted by the respondent’s level of credit card debt. For all
three forms of consumer debt, between 67% and 87% of
respondents who have no credit card debt also report hav-
ing none of these forms of debt. Additionally, as the respon-
dent’s level of debt increases, so does the likelihood that he
or she will report having other forms of consumer debt.
Cluster analysis
Four distinct groups were discovered using cluster
analysis (see Figure 1). Results indicate that respondents
in the largest cluster were able to avoid, eliminate, or
reduce all forms of debt (Cluster 1; n = 151, 39%). The
second largest cluster includes respondents who reported
a very large amount of credit card debt but were moder-
ately successful at minimizing automobile, installment,
and personal loan debt (Cluster 2; n = 114, 29%). The
third largest cluster includes respondents who reported
having all four forms of debt (Cluster 3; n =93, 24%).
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The last cluster includes respondents who reported no
credit card debt, but high levels of automobile, install-
ment, and personal loan debt (Cluster 4; n = 32, 8%). 
The sample sizes of the clusters are surprising in light of
the serious debt problems Americans experience, as outlined
in the literature (see Table 7). Approximately 39% of the
sample (Cluster 1) was successful at avoiding, eliminating, or
reducing almost all forms of debt. Another 29% was success-
ful at avoiding or minimizing automobile, installment, and
personal loan debt despite reporting high credit card debt.
Descriptive statistics for the four clusters indicate
that race is significantly associated with cluster member-
ship ( c2 [3] = 16.2, p ≤ .001). Specifically, a higher per-
centage of minorities than expected is present in the two
clusters reporting the highest debt (Clusters 3 and 4).
Fewer minorities than expected are present in the group
reporting the lowest debt (Cluster 1). Marital status was
not significantly associated with cluster membership. 
An analysis of variance was conducted to determine
if age, income, or education was significantly associated
with cluster membership. Results indicated that income
and education were not significantly associated with clus-
ter membership (F [3] = .8, p = ns and F [3] = 1.8, p = ns).
Age was significantly associated with cluster member-
ship (F [3] = 20.3, p < .001). Specifically, respondents in
the clusters reporting the highest debt (Clusters 3 and 4)
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TABLE 6
Chi-Square crosstabs for level of 
credit card debt and other forms of debt
Automobile debt
No auto debt Some auto debt
Credit card debt None Count 123 60 183
% within 67.2% 32.8% 100%
Less than $2,000 Count 56 66 122
% within 45.9% 54.1% 100%
More than $2,000 Count 29 61 90
% within 32.2% 67.8% 100%
Total Count 208 187 395
% within 52.7% 47.3% 100%
c2(2) = 32.86, p < .001
Installment debt
No Some 
installment debt installment debt
Credit card debt None Count 160 23 183
% within 87.4% 12.6% 100%
Less than $2,000 Count 89 32 121
% within 73.6% 26.4% 100%
More than $2,000 Count 62 28 90
% within 68.9% 31.1% 100%
Total Count 311 83 394
% within 78.9% 21.1% 100%
c2(2) = 15.52, p < .001
Personal loan debt
No personal Some personal 
loan debt loan debt
Credit card debt None Count 148 35 183
% within 80.9% 19.1% 100%
Less than $2,000 Count 59 62 121
% within 48.8% 51.2% 100%
More than $2,000 Count 33 56 89
% within 37.1% 62.9% 100%
Total Count 240 153 393
% within 61.1% 38.9% 100%
c2(2) = 59.45, p < .001
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also reported the youngest age (M = 40.9 and 41.3).
Respondents in the group reporting the lowest debt
(Cluster 1) were on average 14 years older (M = 55.3)
than respondents in the groups with the highest debt.
Conclusions
As outlined above, the results indicate support for
our first hypothesis, that negative credit card behaviors
are significantly associated with the presence of multiple
forms of debt, specifically: automobile debt, installment
debt, and personal loan debt. The findings also indicate
support for our second hypothesis, that levels of credit
card debt are significantly associated with the presence of
other forms of debt. Results from the chi-square analy-
ses support our hypothesis that a respondent’s level of
credit card debt is a significant predictor of the pres-
ence of all other forms of consumer debt.
Taken as a whole, these results indicate that negative
financial behaviors and current level of credit card debt
are associated with the presence of other forms of con-
sumer debt. Specifically, not paying off the monthly
credit card balance is associated with the presence of (1)
credit card debt, (2) automobile debt, and (3) personal
loan debt such as educational costs. Reaching the maxi-
mum limit on a credit card is associated with (1) credit
card debt, (2) installment debt, and (3) personal loan
debt. Respondents who have no credit card debt are very
likely to report not having other forms of consumer debt
whereas respondents who report higher levels of credit
debt have a higher likelihood of reporting other forms of
consumer debt in addition to their credit card debt. This
finding supports the notion that carrying a credit card
balance is a strong predictor of a consumer’s overall
financial well-being.23 Therefore, it is possible that
whether or not a consumer carries a credit card balance
can be used as a diagnostic measure for determining a
consumer’s liquidity constraints, lack of financial educa-
tion, presence of financial stress, or lack of self-disci-
pline over financial behaviors.
It is worth noting that different forms of credit are
associated with different characteristics. Individuals who
borrow money for education or for an automobile may be
doing so to increase human capital or for occupational
purposes. Some consumers can increase lifetime utility
by taking advantage of various sources of credit24 and
some consumers might experience a decline in utility by
having various creditors take advantage of them. Our
results suggest that less educated consumers are signifi-
cantly more likely to report having installment loans than
more educated consumers. This might suggest the need for
governments to step in and provide some “economic pater-
nalism” or protection for less educated consumers in order
to prevent some lenders from taking advantage of them.
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TABLE 7
Descriptive characteristics (Mean, standard deviation, and percentage) of consumer debt clusters
Cluster n Age Income Education Minority Married
1 Low Debt 151 55.3 (17.2) 1.9 (1.3) 1.6 (1.1) 9.5% 70.5%
2 High credit card, low debt 114 49.3 (13.9) 1.6 (1.3) 1.5 (0.9) 20.5% 73.2%
3 No credit card, high debt 32 40.9 (12.2) 2.0 (1.3) 1.3 (1.0) 28.1% 78.1%
4 High debt 93 41.3 (11.8) 1.8 (1.3) 1.4 (0.9) 28.6% 76.9%
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Cluster analysis results suggest that there are four
clusters or groups of consumer debtors. One group is suc-
cessful at minimizing debt in all areas. The two clusters
(Cluster 3 and Cluster 4) with the youngest average age
(M = 40.9 and 41.3) report having the highest levels of
automobile debt, installment debt, and personal loan debt.
The coexistence of these forms of debt is interesting and
warrants further research to determine what might be the
cause or explanation for this. It is possible that the younger
respondents haven’t had as much time to pay off debt
incurred in earlier years to acquire or augment human cap-
ital. A large number of individuals who incur loans for
education and automobiles do so to increase their human
capital. Therefore, although they report having these forms
of debt, these debts might be used as leverage for generat-
ing future income.25 It is also possible that as Roberts26
suggested, these younger households have higher levels
of debt not necessarily because of myopia, but possibly
because the younger generation is aggressively targeted by
lenders. Younger consumers appear to be more willing to
access a number of credit sources (including those with
high interest rates) and incur significant debts to achieve
a desired lifestyle or to enjoy certain comforts that older
adults appear to be able to purchase without incurring the
same amount of debt. This is likely due to the latter group
having deeper pockets and smaller eyes (less perceived
need for consumer products). Generally, older households
have more wealth, but they may also perceive fewer needs.
The old adage that “yesterday’s luxuries are today’s neces-
sities” is one possible explanation for our discovery that
despite controlling for income, installment debt levels are
higher among younger adults. Perhaps younger adults
identify a greater number of electronics and appliances that
they perceive as being necessary to run a household.
This study includes a variety of statistical analyses
examining four types of consumer debt for approxi-
mately 400 respondents of varying age and income lev-
els. Respondents from two different cities were selected
using random systematic sampling. Results indicate that
negative credit card behaviors are associated with a vari-
ety of debts, not just credit card debts. Furthermore, a
respondent’s level of credit card debt is predictive of the
presence of other forms of consumer debt (automobile,
installment, and personal loan). 
The findings of this study lend support to the notion
that negative credit card behaviors are related not only to
credit card debt but a number of other forms of debt like
installment loans, automobile loans, and personal loans.
This suggests that many consumers who have access to
credit are often using as much of it as they can get either
due to liquidity constraints or a strong preference for
increasing current consumption, even when it’s at the
cost of decreasing future consumption dramatically. This
appears to support one researcher’s claim that for some
potentially vulnerable consumers, like college students,
credit cards might pose a greater threat than alcohol or
sexually transmitted diseases.27
Another interesting finding of this study is that a respon-
dent’s level of income is not associated with the presence of
credit card debt, installment debt, or personal loan debt.
However, although income was a significant predictor for the
presence of automobile debt, it is surprising to discover that
higher levels of income are associated with the presence of
automobile debt, not the absence thereof. This finding seems
to suggest that when individuals make more income, they are
not paying down their current debt, they are sometimes
incurring more of it. This information might suggest that
individuals are not as concerned with paying down debt as
they are with maintaining or providing a desired lifestyle. As
previous literature has suggested,28 America has developed a
self-sustaining culture of debt and various forms of debt
appear to be the way to acquire a desired lifestyle. Although
a large number of individuals are apparently successfully
operating households while minimizing debt, there is a large
number of households that either because of borrowing
constraints, insufficient financial education, children, or lack
of self-control29 are carrying the burden of less than ideal
forms of debt and large amounts of it. 
Households that are currently utilizing less than opti-
mal forms of credit (like credit cards and installment debt)
are likely doing so at the expense of their own future con-
sumption and comfort.30, 31 However, when households
have little or no access to credit or a lack of education
regarding personal finances, it might be rational for them
to use less advantaged forms of credit in order to meet their
current needs; but this is done at the expense of their own
future needs and tends to perpetuate the circumstances
that led them into consumer debt in the first place. 
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Implications for Professionals in Financial Services
Americans, regardless of income, seem to have a
very strong preference for current consumption. Profes-
sionals in financial services can add value and mitigate
this short-sighted, myopic behavior by helping clients to
plan and prepare for the future and improve their
lifestyles over the entire life cycle. 
The results of this study suggest that professionals
working with consumers can use the presence of credit
card debt and “maxing out” credit cards as a predictor of
other negative outcomes and a lack of financial literacy.
For clients who exhibit these negative behaviors, profes-
sionals should increase the amount of monitoring and
guidance they provide. This research demonstrates that
consumer financial issues can’t be treated appropriately
until underlying behavioral issues have been addressed.
For some clients with severe behavioral issues like “max-
ing out” credit cards and carrying high interest rates,
perhaps professionals should restrict the client’s access to
certain forms of credit, and they may need to help
increase the client’s savings through less opaque methods
of savings like paying down the mortgage, increasing
401(k) contributions, or utilizing whole life insurance. 
Americans are the vanguard of consumption in the
world, and if clients are addicted to credit, professionals
need to increase monitoring, or stage an intervention and
implement some forced savings strategies to protect the
clients from themselves. ■
Lukas R. Dean, PhD, is an Assistant Professor of Financial Plan-
ning in the Cotsakos College of Business at William Paterson
University in New Jersey. He earned his PhD in Financial Plan-
ning at Texas Tech University and has a Master’s degree from
Brigham Young University. He is the Program Director for the
Financial Planning degree program at WPU. He has published
articles on materialism and its impact on marital relationships,
and on the compensation structure of Registered Investment
Advisory (RIA) firms. He may be reached at deanl1@wpunj.edu.
So-hyun Joo, PhD, is an Associate Graduate Faculty member in
the Personal Financial Planning unit at Kansas State University
and an Associate Professor in Consumer Sciences at Ewha
Woman’s University in Seoul, Korea. She received her PhD
from Virginia Tech and her Master’s degree from Seoul National
University. Her specific research interests include measuring
financial wellness, retirement preparedness, college students
and credit cards, and behavioral aspects of financial planning.
She may be reached at sohyunjoo@ewha.ac.kr.
Clinton Gudmunson, PhD, is an Assistant Professor of Human
Development and Family Studies at Iowa State University. He
earned his PhD from the University of Minnesota and a Master’s
degree from Brigham Young University. He has published a
number of academic articles about family resource manage-
ment, adolescent attitudes about money, and family financial
socialization. He may be reached at cgudmuns@iastate.edu.
Judith Fischer, PhD, is a Professor of Human Development and
Family Studies at Texas Tech University. She earned her PhD
from the University of Colorado. She has served as the Depart-
ment Chair, and she has published numerous articles on addic-
tions, family problems, adolescent issues, as well as transitions
in family life. She may be reached at judith.fischer@ttu.edu.
Nathan Lambert, PhD, is a Professor of Marriage Family Human
Development at Brigham Young University. He earned his PhD
from Florida State University. He has published a number of
articles on relationships and the impact of gratitude in family
life. He may be reached at nlambert@byu.edu.
(1) James A. Roberts and Eli Jones, “Money attitudes, credit card use, and
compulsive buying among American college students,” Journal of Con-
sumer Affairs 35, No. 2 (2001): 213-240.
(2) Guliz Ger and Russell W. Belk, “Cross-cultural differences in mate-
rialism,” Journal of Economic Psychology 17, No. 1 (1996): 55-77.
(3) Paul R. Ehrlich and Anne H. Ehrlich, “Population, development, and
human natures,” Environment and Development Economics 7, No. 1
(2002): 158-170.
(4) Albert Ando and Franco Modigliani, “The life-cycle hypothesis of sav-
ing,” American Economic Review 53, No. 1 (1963): 55-84.
(5) W. Keith Bryant and Cathleen D. Zick, The Economic Organization
of the Household, 2nd Edition. (Cambridge, MA: Cambridge University
Press, 2005). 
(6) John Campbell, “Household Finance,” The Journal of Finance 61, No.
4 (2006): 1553-1604.
(7) David Laibson, Andrea Repetto, and Jeremy Tobacman, “A Debt Puz-
zle,” in Philippe Aghion, Roman Frydman, Joseph Stiglitz, and Michael
Woodford (eds.), Knowledge, Information, and Expectations in Modern
Economics: In Honor of Edmund S. Phelps, (Princeton, NJ: Princeton
University Press, 2003), 228-266.
(8) Copy Editor, “Older and deeper in debt,” Journal of Financial Plan-
ning 20, No.1 (2007): 12.
(9) Arthur B. Kennickell, Martha Starr-McCluer, and Brian Surette,
“Recent changes in U.S. family finances: Results from the 1998 Survey
of Consumer Finances,” Federal Reserve Bulletin 86, No. 1 (2000): 1-26.
(10) Stephen Lea, Paul Webley, and R. Mark Levine, “The economic psy-
chology of consumer debt,” Journal of Economic Psychology 14, No. 1
(1993): 85-119.
JOURNAL OF FINANCIAL SERVICE PROFESSIONALS / MARCH 2013
82
Debt Begets Debt: Examining Negative Credit Card Behaviors
and Other Forms of Consumer Debt
(11) Deborah D. Godwin, “Dynamics of households’ income, debt and
attitudes toward credit, 1983-1989,” Journal of Consumer Affairs 31,
No.2 (1997): 303-325.
(12) Nilson Report, “Bankruptcy Collections,” Los Angeles, California.
September 1991.
(13) American Bankers Association, “Consumer credit delinquency bul-
letin,” first quarter 2007. 
(14) National Bankruptcy Research Center, 2007.
(15) John Campbell, 2006. 
(16) Carol Bertaut and Michael Haliassos,”Credit cards: Facts and theories”
(forthcoming), in G. Bertola, R. Disney, and C. Grant, eds.: The Econom-
ics of Consumer Credit Demand and Supply. (Cambridge, MA: MIT Press) 
(17) So-hyun Joo, “Personal financial wellness and worker job produc-
tivity,” (PhD diss., Virginia Polytechnic Institute and State University,
Blacksburg, 1998).
(18) So-hyun Joo and John Grable, “An exploratory framework of the
determinants of financial satisfaction,” Journal of Family and Economic
Issues 25, No. 1 (2004): 25-50.
(19) Bernard Poduska, “For Love and Money,” Salt Lake City: Desert Book. 
(20) Kent Yamauchi and Donald Templer, “The development of a money
attitude scale,” Journal of Personality Assessment 46, No.5 (1982): 522-528.
(21) Adrian Furnham, “Many sides to the coin: The psychology of money
usage,” Personality and Individual Differences 5, No. 5 (1984): 501-509.
(22) Lukas R. Dean, Jason S. Carroll, and Chongming Yang, “Material-
ism, perception of financial problems, and marital satisfaction,” Family
and Consumer Sciences Research Journal 35, No. 3 (2007): 260-281.
(23) Celia Hayhoe, Lauren Leach, Pamela Turner, Marilyn Bruin, and
Frances Lawrence, “Differences in spending habits and credit use of col-
lege students,” Journal of Consumer Affairs 34, No. 1 (2000): 113-133.
(24) Albert Ando and Franco Modigliani, 1963.
(25) John Campbell, 2006.
(26) James A. Roberts, “Compulsive buying among college students: An
investigation of its antecedents, consequences, and implications for pub-
lic policy,” The Journal of Consumer Affairs 32, No. 2 (1999): 295-319.
(27) F.B. Smith, “Students and credit cards,” Consumers’ Research Mag-
azine 82, No.8 (1999): 34-35.
(28) Stephen Lea, Paul Webley, and R. Mark Levine, 1993. 
(29) Roy Baumeister, “Yielding to temptation: Self-control failure, impul-
sive purchasing, and consumer behavior,” Journal of Consumer Research
28, No. 4, (2002): 670-676.
(30) David Laibson, Andrea Repetto, and Jeremy Tobacman, 2003. 
(31) Albert Ando and Franco Modigliani. 1963. 
JOURNAL OF FINANCIAL SERVICE PROFESSIONALS / MARCH 2013
83
APPENDIX 1
Survey Instrument, Measures, and Methodology
Survey Instrument
The survey instrument was developed based on Delphi research and pilot study findings and sponsored by
the National Endowment for Financial Education. The instrument consisted of 68 questions that assessed a vari-
ety of financial behaviors, outcomes, and basic demographic information including age, sex, ethnicity, educa-
tion, income, marital status, and home ownership.
Measures
Negative credit card behaviors. Two items assessed respondents’ credit card behaviors. The first item is
whether or not respondents “pay off their credit cards in full each month and avoid finance charges.”
Responses were given on a 4-point Likert-type scale with possible responses including always (36%), usually
(19%), sometimes (21%), and never (24%). Higher scores reflect a lower frequency of paying off monthly credit
card balances.
The second item is whether or not respondents “reach the maximum limit” on their credit cards.
Responses were given on a 4-point Likert-type scale with possible responses including always (3%), usually
(7%), sometimes, (17%), and never (73%). However, because our research is primarily concerned with the differ-
ences between those consumers who reach the maximum limit and those who don’t, this variable was col-
lapsed into a dichotomous variable which simply assessed whether a respondent reaches the maximum limit
on his/her credit card. Responses were reverse coded, so that respondents who reach the maximum limit
would receive a higher score (1) than respondents who never reach the maximum limit on their credit card (0).
Consumer debt. Four items assessed respondents’ levels of consumer debt. The first item (credit card
debt) asks, “How much revolving credit card debt (debt that you don’t pay off at the end of each month) do you
currently owe, if any?” Responses were given on a 3-point continuous Likert-type scale with 0 being no credit
card debt (46%), 1 being less than $2,000 of credit card debt (31%), and 2 being over $2,000 of credit card debt
(23%). The amount of $2,000 was selected because research suggested that according to data from the 1995
Survey of Consumer Finances, (conditional on borrowing) the median credit card account balance being carried
is over $2,000.
The second item (automobile debt) asks about the presence of automobile debt. Responses were given on
a dichotomous scale with 0 being no automobile debt (53%), and 1 being some automobile debt (47%).
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The third item (installment debt) asks about the presence of installment loans (home appliances, electron-
ics, and furniture, etc.). Responses were given on a dichotomous scale with 0 being no installment debt (79%),
and 1 being some installment debt (21%).
The fourth item (personal loan debts) asks about the presence of other debts (such as education cost, per-
sonal loan, etc.). Responses were given on a dichotomous scale with 0 being no other debt (61%), and 1 being
some other debt (39%). 
Seven demographic items were used as control variables in the present study. Respondents indicated their
age, sex, race, income, education level, marital status, and home ownership (see Table 1). 
Income. Income was measured by having respondents report their households’ total gross incomes
(including salaries, wages, dividends, interests, rent, and other earnings) before taxes for the year 2000.
Responses were recorded with the following intervals coded from 0 to 4; less than $24,999 (20%), $25,000-
$49,999 (25%), $50,000-$74,999 (27%), $75,000-$99,999 (14%), and $100,000 or more (14%). 
Education. Respondents report the highest level of education they completed. Responses were coded on a
scale from 0-3 with different levels of attainment; high school or less (15%), some college (38%), college gradu-
ate (27%), or postgraduate degree (19%).
Marital status. Marital status was coded 0 for married and widowed respondents (73%) and 1 for single,
separated, or divorced respondents (27%).
Home ownership. Home ownership is a nominal variable coded 0 for respondents who own their home
(77%), and 1 for those who are currently renting or have a different housing situation (23%).
Methodology 
Sample. Respondents were selected from two cities. Research was conducted to find one U.S. city that was
similar to the U.S. population in terms of ethnicity and income. Using data from the 1999 U.S. Census (data col-
lected in year 2000), Aurora City, Colorado was selected. The second city, Lubbock, Texas, has a population that
is more reflective of the southwestern U.S. and was selected based on accessibility and convenience.
The most recent telephone directories available were obtained from each area and were used for sample
selection. Therefore, this study is limited to those who have a telephone number that is registered with the local
telephone carriers (Pacific Bell and Southwestern Bell, respectively). One thousand names from each city (2,000
total names) were selected using random systematic sampling. Suggestions from Dillman1 regarding survey
research were implemented to increase response rate. Surveys were mailed out, a reminder was mailed two
weeks later, and a second copy of the survey was mailed out two weeks after the reminder. A total of 400
names was deleted from the original sample list due to the nondeliverable status of some respondents. One
month after the second survey was mailed, approximately 404 surveys were returned. One survey respondent
indicated that he was only 15 years old, and his data were excluded from the data set, resulting in a usable
return rate of 25.2% (403/1600).
Analytical strategies. For step one, frequencies were used to examine mean, median, mode, and the
interquartile range of the response items. Due to nonnormality (high skewness in particular), a number of the
study variables were recoded either to scales that are dichotomous, or to scales that have a much more normal
distribution. Step one also included crosstabulations using SPSS 14.0 to ensure that multicollinearity of the
independent variables would not confound the results. 
Because a number of dependent variables were transformed into categorical variables, step two of the
analyses utilized logistic regression to identify if negative credit card behaviors could predict respondents’
credit card debt, as well as other forms of debt (hypotheses 1). Step three of the analyses utilized a chi-square
analysis to determine if the level of credit card debt was predictive of the presence of other forms of debt also
(hypothesis 2). Step four of the analyses utilized cluster analysis to explore if subgroups (clusters) of partici-
pants with differential patterns of debt could be identified. The primary goal of this cluster analysis was to clas-
sify individuals based on their consumer debt characteristics into relatively homogeneous subgroups (hypothe-
sis 3). Accomplishing this task involved performing a hierarchical cluster analysis and examining the
dendrogram (or icicle plot) to identify the number of distinct clusters present in the data set. After four distinct
clusters were identified, a k-means cluster analysis was performed with three clusters. Internal validity of the
cluster solutions was tested by correlating cluster means based on hierarchical and k-means cluster analyses.
(1) D. A. Dillman, Mail and Telephone Surveys: The Total Design Method. (New York, NY: John Wiley & Sons, Inc., 1978). Here is
a link if you need it: http://courseweb.edteched.uottawa.ca/nsg6133/Course_Modules/Module_PDFs/Mailand-Tel-Suveys.pdf.
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